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REF: A. STATE 79051 B. TUNIS 2782 

1 . HEADQUARTERS OF U.S. FIRM READING AND BATES CONFIRMED 
APRIL 27 THAT FIRM HAS SIGNED CONTRACT WITH LIBYAN NATIONAL 
OIL COMPANY AND IS SENDING RIG TO RELIEVE ITALIAN SCARABEO 
RIG OR RIGS IN DISPUTED ZONE ABOUT END OF MAY. PER REF A, 

WE GAVE FULL ORAL BRIEFING AND STANDARD ADVICE TO REPRE- 
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SENTATIVE OF FIRM ON APRIL 5, AND WE WILL NOW SEND FORMAL 
LETTER TO PLACE USG VIEW ON RECORD. YOU SHOULD AWAIT 
FURTHER GUIDANCE BEFORE INFORMING TUNISIANS. DETAILS 
FOLLOW. 

2. PURSUANT TO REF B, WE TELEPHONED READING AND BATES 
LOCAL AGENT ON APRIL 27 TO DETERMINE WHETHER COMPANY HAD 
IN FACT DECIDED TO PROCEED WITH LIBYAN OPERATION. AGENT 
SAID HE BELIEVED THAT FIRM HAD MADE DECISION TO GO AHEAD, 

AS A RESULT OF PERSUASION BY ITALIANS, WITH WHOM FIRM DID 
MUCH OF ITS BUSINESS. AGENT SAID FIRM WAS AWARE OF USG 

POLICY, BUT DID NOT WANT TO GET A "BUTTES LETTER" (E.G., 

LETTER SIMILAR TO JUNE 9, 1976, LETTER FROM DEPASST SECY 
SOBER TO BUTTES RESOURCES PRESIDENT BASSINGER). FOR 
THIS REASON, HE ASKED THAT HE NOT BE CITED AS SOURCE OF 
INFORMATION IN REF A. WE TOLD AGENT THAT WE HAD HEARD 
SIMILAR REPORTS FROM SOURCES ABROAD, AND ASKED HIM TO 
ADVISE HEAD OFFICE THAT WE WERE CONCERNED ABOUT THESE 
REPORTS. 

3. LATER IN MORNING, WE RECEIVED CALL FROM WAYNE HILLIN; 
COUNSEL TO READING AND BATES DRILLING CO. OF HOUSTON, 

TEXAS, (WHICH IS WHOLLY OWNED SUBSIDIARY OF PUBLICLY 
OWNED READING AND BATES OFFSHORE DRILLING CO. OF TULSA, 
OKLAHOMA). HILLEN VOLUNTEERED INFORMATION THAT FIRM HAD 
BEEN APPROACHED BY ITALIAN OIL FIRM.AGIP, ABOUT DRILLING 
AT COORDINATES 34 DEGREES 01 MINUTES NORTH, 12 DEGREES 

31 MINUTES EAST. ALTHOUGH FIRM WAS AWARE AREA WAS DIS- 
CONFIDENTIAL 
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PUTED, IT WAS RELUCTANT TO DECLINE, SINCE ITALIANS HAD 
BEEN MAJOR CUSTOMERS SINCE 1972. FIRM SUBMITTED ACCEPT- 
ABLE PROPOSAL, AND AGIP ARRANGED FOR CONTRACT TO BE SIGNED 
DIRECTLY BETWEEN READING AND BATES AND LIBYAN NATIONAL OIL 
COMPANY. DATE OF CONTRACT WAS NOT VOLUNTEERED. 

4. IN RESPONSE TO QUESTIONS, HILLIN PROVIDED FOLLOWING 
ADDITIONAL INFORMATION. RIG IS J.W. BATES, UNDER PANA- 
MANIAN REGISTRY, WITH ONE AMERICAN IN MARINE CREW AND 
FIVE IN DRILLING CREW. RIG IS PRESENTLY EN ROUTE TO 
MALTA, WHERE IT IS EXPECTED ABOUT MAY 23. AFTER LOADING 
EQUIPMENT, IT WILL PROCEED TO DRILLING SITE, WHERE IT WOULD 
NORMALLY REMAIN UNTIL EXPLORATORY WELLS AND, IN CASE OF 
STRIKE, SUBSEQUENT CONFIRMATION WELLS HAD BEEN DRILLED TO 
SATISFACTION OF CONTRACTOR. INSURANCE BY LLOYDS INCLUDES 
MARINE ALL-RISK AND WAR RISK. COSTS OF INSURANCE ARE TO 
BE ABSORBED BY ITALIAN GROUP. 

5. COMMENT: WE ARE NATURALLY CONCERNED ABOUT EFFECT ON 
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TUNISIANS WHEN THEY LEARN ABOUT PLANS OF THIS U.S. 

FIRM. AFTER WE HAVE COUNSELED THEM AGAINST DRILLING IN 
DISPUTED AREA. WE ARE EXAMINING POSSIBLE LEGAL REMEDIES 
AND WILL PROVIDE GUIDANCE PROMPTLY. 
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SUBJECT: TUNISIAN-LIBYAN CONTINENTAL SHELF DISPUTE; DRILLING 
BY U.S. FIRM 

REF: A. STATE 79051 B. TUNIS 2782 

1 . HEADQUARTERS OF U.S. FIRM READING AND BATES CONFIRMED 
APRIL 27 THAT FIRM HAS SIGNED CONTRACT WITH LIBYAN NATIONAL 
OIL COMPANY AND IS SENDING RIG TO RELIEVE ITALIAN SCARABEO 
RIG OR RIGS IN DISPUTED ZONE ABOUT END OF MAY. PER REF A, 
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WE GAVE FULL ORAL BRIEFING AND STANDARD ADVICE TO REPRE- 
SENTATIVE OF FIRM ON APRIL 5, AND WE WILL NOW SEND FORMAL 
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LETTER TO PLACE USG VIEW ON RECORD. YOU SHOULD AWAIT 
FURTHER GUIDANCE BEFORE INFORMING TUNISIANS. DETAILS 
FOLLOW. 

2. PURSUANT TO REF B, WE TELEPHONED READING AND BATES 
LOCAL AGENT ON APRIL 27 TO DETERMINE WHETHER COMPANY HAD 
IN FACT DECIDED TO PROCEED WITH LIBYAN OPERATION. AGENT 
SAID HE BELIEVED THAT FIRM HAD MADE DECISION TO GO AHEAD, 

AS A RESULT OF PERSUASION BY ITALIANS, WITH WHOM FIRM DID 
MUCH OF ITS BUSINESS. AGENT SAID FIRM WAS AWARE OF USG 

POLICY, BUT DID NOT WANT TO GET A "BUTTES LETTER" (E.G., 

LETTER SIMILAR TO JUNE 9, 1976, LETTER FROM DEPASST SECY 
SOBER TO BUTTES RESOURCES PRESIDENT BASSINGER). FOR 
THIS REASON, HE ASKED THAT HE NOT BE CITED AS SOURCE OF 
INFORMATION IN REF A. WE TOLD AGENT THAT WE HAD HEARD 
SIMILAR REPORTS FROM SOURCES ABROAD, AND ASKED HIM TO 
ADVISE HEAD OFFICE THAT WE WERE CONCERNED ABOUT THESE 
REPORTS. 

3. LATER IN MORNING, WE RECEIVED CALL FROM WAYNE HILLIN; 
COUNSEL TO READING AND BATES DRILLING CO. OF HOUSTON, 

TEXAS, (WHICH IS WHOLLY OWNED SUBSIDIARY OF PUBLICLY 
OWNED READING AND BATES OFFSHORE DRILLING CO. OF TULSA. 
OKLAHOMA). HILLEN VOLUNTEERED INFORMATION THAT FIRM HAD 
BEEN APPROACHED BY ITALIAN OIL FIRM.AGIP, ABOUT DRILLING 
AT COORDINATES 34 DEGREES 01 MINUTES NORTH. 12 DEGREES 

31 MINUTES EAST. ALTHOUGH FIRM WAS AWARE AREA WAS DIS- 
PUTED, IT WAS RELUCTANT TO DECLINE, SINCE ITALIANS HAD 
BEEN MAJOR CUSTOMERS SINCE 1972. FIRM SUBMITTED ACCEPT- 
ABLE PROPOSAL, AND AGIP ARRANGED FOR CONTRACT TO BE SIGNED 
DIRECTLY BETWEEN READING AND BATES AND LIBYAN NATIONAL OIL 
COMPANY. DATE OF CONTRACT WAS NOT VOLUNTEERED. 

4. IN RESPONSE TO QUESTIONS. HILLIN PROVIDED FOLLOWING 
ADDITIONAL INFORMATION. RIG IS J.W. BATES, UNDER PANA- 
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MANIAN REGISTRY, WITH ONE AMERICAN IN MARINE CREW AND 
FIVE IN DRILLING CREW. RIG IS PRESENTLY EN ROUTE TO 
MALTA, WHERE IT IS EXPECTED ABOUT MAY 23. AFTER LOADING 
EQUIPMENT, IT WILL PROCEED TO DRILLING SITE, WHERE IT WOULD 
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NORMALLY REMAIN UNTIL EXPLORATORY WELLS AND, IN CASE OF 
STRIKE, SUBSEQUENT CONFIRMATION WELLS HAD BEEN DRILLED TO 
SATISFACTION OF CONTRACTOR. INSURANCE BY LLOYDS INCLUDES 
MARINE ALL-RISK AND WAR RISK. COSTS OF INSURANCE ARE TO 
BE ABSORBED BY ITALIAN GROUP. 

5. COMMENT: WE ARE NATURALLY CONCERNED ABOUT EFFECT ON 
TUNISIANS WHEN THEY LEARN ABOUT PLANS OF THIS U.S. 

FIRM. AFTER WE HAVE COUNSELED THEM AGAINST DRILLING IN 
DISPUTED AREA. WE ARE EXAMINING POSSIBLE LEGAL REMEDIES 
AND WILL PROVIDE GUIDANCE PROMPTLY. 
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